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NOMINATIONS OF:

EDWARD P. LAZEAR, OF CALIFORNIA,
TO BE CHAIRMAN OF
THE COUNCIL OF ECONOMIC ADVISERS;

RANDALL S. KROSZNER, OF NEW JERSEY,
AND KEVIN M. WARSH, OF NEW YORK,
TO BE MEMBERS OF THE BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

TUESDAY, FEBRUARY 14, 2006

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 2:36 p.m., in room SD-538, Dirksen Sen-
ate Office Building, Senator Richard C. Shelby (Chairman of the
Committee) presiding.

OPENING STATEMENT OF CHAIRMAN RICHARD C. SHELBY

Chairman SHELBY. The hearing will come to order. We are sorry
about this morning, but as I said to you privately, the floor takes
precedence over everything.

This afternoon, we will consider the nominations of three very
distinguished individuals. Our first nominee is Dr. Edward Lazear,
nominated by President Bush to be a Member of the Council of
Economic Advisers. The Council of Economic Advisers, established
by the Employment Act of 1946, provides the President with eco-
nomic analysis and advice on the development and the implemen-
tation of domestic and international policy issues. Upon Senate
confirmation, President Bush would designate Dr. Lazear to serve
as Chairman of the CEA.

Dr. Lazear currently serves as Professor of Human Resources
Management at Stanford University, and as the Morris Arnold Cox
Senior Fellow at the Hoover Institution. Previously, Dr. Lazear
taught at the University of Chicago’s Graduate School of Business,
and he has been a visiting professor at many universities and insti-
tutes around the world. Dr. Lazear received a Ph.D. in economics
in 1974 from Harvard and has a B.A. and M.A. in economics in
1971 from UCLA.

Dr. Lazear also serves as a Research Associate at the National
Bureau of Economic Research. Many people are also familiar with
his work on the President’s Advisory Panel on Tax Reform. Dr.
Lazear is a Founding Editor of the Journal of Labor Economics,
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published by the University of Chicago. His 1996 book, Personnel
Economics, was selected by MIT Press as an outstanding book and
by Princeton as one of the 10 most important books in labor eco-
nomics. Dr. Lazear is well-respected for his wide ranging research
on employee incentives, promotions, compensations, and produc-
tivity in companies.

The Committee will also consider two nominees to serve as Mem-
bers of the Board of Governors of the Federal Reserve System, Dr.
Randall S. Kroszner of New Jersey and Mr. Kevin M. Warsh of
New York.

This afternoon will be Dr. Kroszner’s second nomination hearing
before the Committee. In November 2001, this Committee consid-
ered his nomination to serve as a Member of the Council of Eco-
nomic Advisers. He was confirmed by the Senate for this position
and served at the CEA through July 2003.

He currently serves as Editor of the Journal of Law and Econom-
ics, on the Board of Directors of the National Association of Busi-
ness Economists, as a Research Associate at the National Bureau
of Economic Research, and as a Senior Fellow at the FDIC Center
for Financial Research. He has also edited a number of academic
journals, including the Journal of Financial Services Research, the
Journal of Economics and Business and Economics and Govern-
ance. He has been a Visiting Scholar at the International Monetary
Fund and the London School of Economics.

He has spent time as a Visiting Scholar at the Federal Reserve
in Washington, DC, and at regional Federal Reserve Banks in New
York, Kansas City, St. Louis, Minneapolis, and Chicago. He re-
ceived his Ph.D. from the Economics Department of Harvard Uni-
versity and graduated magna cum laude in 1984.

Our second nominee to the Board of Governors is Mr. Kevin M.
Warsh, who currently serves on the President’s National Economic
Committee. Mr. Warsh is also no stranger to this Committee. Dur-
ing his tenure on the NEC, Mr. Warsh directed policy on a wide
array of financial issues, including the implementation of Sar-
banes-Oxley, regulatory reform for Government Sponsored Enter-
prises and terrorism risk insurance.

Mr. Warsh worked closely with Members of this Committee and
has earned our respect. Mr. Warsh is also Executive Secretary of
the National Economic Council. Prior to coming to Washington, he
was the Executive Director of the Mergers and Acquisitions De-
partment of Morgan Stanley’s Investment Banking Division. Mr.
Warsh is a graduate of Stanford University, where he graduated
with honors in economics. He received his J.D. from Harvard Law
School, where he graduated cum laude.

We look forward to hearing your statements this afternoon and
to an interesting discussion to follow. At this time, I will recognize
Senator Bennett, and then, I will recognize Senator Schumer for
any introduction he wants to make.

STATEMENT OF SENATOR ROBERT F. BENNETT

Senator BENNETT. Thank you, Mr. Chairman.

I will just withhold my prepared statement and ask questions at
the appropriate time. I have met Dr. Lazear, who has been in the
office, and I am very impressed, and he and I had a long conversa-
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tion which I will not repeat here, but we are on the same page on
a number of very important issues.

Chairman SHELBY. Senator Schumer is a Member of the Com-
mittee. We generally do not have him down there; he is up here,
but

Senator SCHUMER. Here I am.

Chairman SHELBY. Senator Schumer, for any introduction you
want to have.

Senator SCHUMER. If you would like to nominate me to the Fed-
eral Reserve Board, maybe——

[Laughter.]

Chairman SHELBY. I did not go that far.

Senator SCHUMER. Exactly.

Senator BENNETT. Would that get you out of the Senate?

[Laughter.]

Senator SCHUMER. Silver lining to every cloud.

Chairman SHELBY. That would be a big cost, though.

STATEMENT OF SENATOR CHARLES E. SCHUMER

Senator SCHUMER. Thank you. Thank you, Mr. Chairman.

I would like to welcome all the nominees here today. I want to
welcome Mr. Kroszner and I want to welcome Mr. Lazear, who was
born in New York but who left awhile ago; and a special welcome
to Mr. Warsh, a New Yorker.

I have said many times before this Committee to Mr. Warsh and
to recent nominees in our meetings that our country is in need of
economic leadership. Leadership, in my opinion, is, for the most
part, nonideological and nonpartisan; true leaders that are com-
mitted to keeping America great by creating policy that will once
again, for instance, get the United States to the top of rankings in
areas like math education.

Right now, we are in 21st place, tied with Poland, Hungary, and
Spain, according to the OECD. We will not stay the greatest coun-
try in the world if that continues to happen. Creating policy that
will cut our budget deficit as opposed to creating a budget deficit
larger than nondefense, nonsecurity, discretionary spending and
creating sound trade policy that demands that our trading part-
ners, like China, play by world economic rules to further avoid the
widening trade gap.

All three of our nominees today, Mr. Chairman, have an oppor-
tunity, as a matter of fact a responsibility, to be the economic lead-
ers that I am speaking of, and I will be watching all of them. And
I am particularly pleased to be here to nominate one of those po-
tential leaders. I am here today to introduce Kevin Warsh, who is
nominated to be a Member of the Federal Reserve Board of Gov-
ernors. Mr. Warsh is a lifelong New Yorker. He was born and
raised in the capital region near Albany in the City of Loudonville,
where he attended Shaker Senior High School, a high school I have
had the occasion to visit.

From Shaker, Mr. Warsh went on to Stanford University, where
he graduated Phi Beta Kappa with a degree in public policy. Later,
he studied economics and regulatory policy at Harvard Law School,
where he focused his coursework on market economics and debt
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capital markets, taking classes at the Harvard Business School and
the MIT Sloane School of Business.

I know that you are proud to be here to support Kevin Warsh—
I am saying this to Jane, I want to welcome her, another New
Yorker, whose family I am proud to know, and I know that Jane
is proud to support Kevin, who decided shortly after September 11
to leave Wall Street and accept his calling to public service, a com-
mitment he is now clearly stating he is willing to make for 14
years, which is a long time.

For the last 4 years, Mr. Warsh has served as the Special Assist-
ant to the President for Economic Policy and Executive Secretary
of the National Economic Council. His areas of expertise have
ranged from domestic finance, banking, and securities regulatory
policy to consumer protection. He has advised the President and
senior administration officials on issues related to the U.S. econ-
omy, particularly fund flows and capital markets, securities, bank-
ing, and insurance issues, and he participated in meetings of the
President’s Working Group on Financial Markets.

Prior to working in Washington, Mr. Warsh had a distinguished
career on Wall Street as a Member of the Mergers and Acquisitions
Department at Morgan Stanley, where he ultimately served as Vice
President and Executive Director.

So it is without question, Mr. Chairman, that Mr. Warsh is tre-
mendously accomplished for a man his age, and for that reason, it
is no surprise that he is already no stranger to the Federal Re-
serve. He spent a considerable amount of time over the past few
years working with the System. He worked closely with Federal
Reserve Governors, including Chairman Greenspan, on a host of
economic issues and worked closely with Timothy Geithner, an-
other gentleman I am proud to know, he is President of the New
York Federal Reserve Bank, on broad issues facing the securities
and banking industries.

In our conversations, Mr. Warsh has assured me he will continue
to focus on consumer protection issues at the Fed, an area many
do not always see the Fed having oversight of, but protecting the
rights of consumers through increased and significant disclosure
mechanisms is very important as well.

His significant finance experience as a banker and regulatory ex-
perience on the NEC will prove valuable, as the Fed carries out its
responsibility beyond monetary policy, its responsibility beyond
monetary policy, its responsibility to the supervision and regulation
](;f ‘tl){ank and financial holding companies and State-chartered

anks.

He is committed to strong capital standards, effective super-
vision, and meaningful market discipline of these institutions. He
knows unequivocally that the Fed must be independent, nonideo-
logical, and nonpartisan, and for this reason, I am proud to support
his nomination.

Chairman SHELBY. Thank you, Senator Schumer.

Senator Sarbanes, any opening statement?

STATEMENT OF SENATOR PAUL S. SARBANES
Senator SARBANES. I will take just a moment, Mr. Chairman.
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I am pleased to join with you in welcoming the nominees before
the Committee. The positions that we are considering today, one
for the Council of Economic Advisers and two for the Board of Gov-
ernors of the Federal Reserve System, are among the more signifi-
cant economic positions in our national government.

Dr. Lazear has been nominated by the President to be a Member
of the Council of Economic Advisers, and I understand the Presi-
dent under the Act has the authority to designate one of the Mem-
bers of the Council as Chairman, and it is the intention that if Dr.
Lazear is confirmed, he will be appointed as Chairman of the
Council of Economic Advisers.

I have a longstanding interest in the CEA. I worked for Walter
Heller when he was the Chairman, and I just want to quote into
the record from the Employment Act of 1946 which established the
Council of Economic Advisers: “The Council shall be composed of
three Members, who shall be appointed by the President and with
the advice and consent of the Senate, and each of whom shall be
a person who, as a result of his training, experience, and attain-
ments, is exceptionally qualified to analyze and interpret economic
developments, to appraise programs and activities of the Govern-
ment, and to formulate and recommend national economic policy to
promote employment, production, and purchasing power under free
competitive enterprise.” That is quite a charge, I might say.

Dr. Lazear has been an academic economist for 30 years now. He
has received a number of awards for his scholarly work. In addition
to his work at Stanford, he has also been an adviser to a number
of governments that have moved from command to market econo-
mies, and he recently served on the President’s panel on Federal
tax reform.

Our two nominees to be on the Federal Reserve System’s Board
of Governors, of course, in addition to having a vote on the Open
Market Committee, which determines the Nation’s monetary policy,
the Fed plays a critical role in regulating and protecting the safety
and soundness of our Nation’s banking system and enforcing many
of our consumer protection laws.

The two nominees are replacing Governors who, in my opinion,
have served with great distinction. Dr. Kroszner’s seat was pre-
viously held by Governor Gramlich, and Mr. Warsh’s seat was pre-
viously held by Chairman Bernanke. Both of these nominees have
worked in important roles as part of President Bush’s economic
team. Dr. Kroszner served on the President’s Council of Economic
Advisers for 2 years in addition to his career as an Economics Pro-
fessor at the University of Chicago. Mr. Warsh is, of course, well-
known to the Committee, having worked in the White House as
Special Assistant to the President for Economic Policy and as the
Executive Secretary of the National Economic Council to the Presi-
dent for the past 3 years. Prior to this experience, he worked on
Wall Street at Morgan Stanley.

Mr. Chairman, I look forward to hearing the witnesses.

Chairman SHELBY. Thank you. If you would stand and be sworn.

[Witnesses sworn. ]

Dr. Lazear, we will start with you. All of your written statements
will be made part of the record. If you have anyone you want to
introduce your family you have here with you, you may proceed.
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STATEMENT OF EDWARD P. LAZEAR, OF CALIFORNIA
TO BE A MEMBER AND CHAIRMAN
THE COUNCIL OF ECONOMIC ADVISERS

Mr. LAZEAR. Thank you. I would like to introduce my wife, Vicky,
who is right behind me.

Chairman SHELBY. Thank you.

Mr. LAZEAR. Chairman Shelby, Ranking Member Sarbanes, and
Members of the Committee, it is a great honor to be here today to
be the President’s nominee to be Chairman of the Council of Eco-
nomic Advisers. The Council, which has been in existence for 60
years now, is charged with the task of advising the President on
economic issues. Throughout its history, it has remained a body of
experts and academicians who have taken it to be their duty to in-
form policymakers in an unbiased and professional manner.

One colleague recently told me that in Washington, when people
want the correct answer on economics, they go to the Council of
Economic Advisers. The best compliment that can be paid to the
CEA is that the CEA “tells it like it is,” so that the President and
Congress, who are charged with the responsibility of weighing all
factors, can make the best decisions possible.

I was going to give you a bit of my background, but the Senators
have done such a great job of describing, and I think I will skip
that and simply close by mentioning that before I left California to
testify, my senior colleague, Secretary George Schultz, told me that
the role of the Chairman of the Council of Economic Advisers is to
be an economist, to be straight, and to bring economics to the table,
leaving the politics to others. If confirmed, I will devote all of my
energy to ensuring that policymakers have the best economic anal-
ysis possible.

Thank you, and I welcome your questions.

Chairman SHELBY. Mr. Kroszner.

STATEMENT OF RANDALL S. KROSZNER, OF NEW JERSEY
TO BE A MEMBER OF THE BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

Mr. KrOSzZNER. Thank you very much. I would like to introduce
my mother, Helen Kroszner, and my niece, Kimberly Kroszner.

Chairman SHELBY. Thank you.

Mr. KRrROSZNER. Chairman Shelby, Senator Sarbanes, Senator
Bennett, and other Members of the Committee, I am pleased to
have the opportunity to appear before you today as one of Presi-
dent Bush’s nominees to serve on the Board of Governors of the
Federal Reserve System. I am honored that the President has nom-
inated me to serve on the Board. If I am confirmed by the Senate,
I will work to the best of my abilities to fulfill the significant re-
sponsibilities of this office.

After studying economics as an undergraduate at Brown Univer-
sity, I earned a master’s and Ph.D. degrees in economics from Har-
vard University. I then joined the Graduate School of Business at
the University of Chicago, where I am a Professor of Economics
and have been teaching money and banking since 1990. I will not
go through the details of my background, because again, the Sen-
ators have done a terrific job of summarizing those background
qualifications.
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As a Member of the President’s Council of Economic Advisers
from 2001 to 2003, I have had policy experience in a variety of
areas, including banking and financial regulation, international fi-
nancial crises, and macroeconomic forecasting. In this capacity, I
witnessed firsthand the importance of having accurate and timely
economic statistics in order to make sensible policy judgments and
decisions. I spearheaded an initiative to improve the quality of gov-
ernment statistics and enhance the protection of confidential infor-
mation reported to the Government, resulting in the Confidential
Information Protection and Statistical Efficiency Act of 2002. After
returning to the University, I was delighted to be appointed by the
Secretary of Labor to the Federal Economics Statistics Advisory
Committee, which meets regularly with the major official statistical
agencies to discuss how to improve measurement of economic activ-
ity. If confirmed, I would be devoted to further enhancement of the
quality of economic statistics.

Monetary policy is a fundamental responsibility of the Federal
Reserve. Long-run price level stability is crucial to achieving max-
imum employment and overall economic stability. Under Chairman
Greenspan and Chairman Volcker before him, the Federal Reserve
has achieved much success in reducing and stabilizing inflation
and inflation expectations. This success has helped to contribute to
a tendency for the fluctuations in employment and output to be
lower than in the past, and a reduction in the frequency and sever-
ity of recessions. If confirmed, I would look forward to working with
Chairman Bernanke and other Members of the Federal Open Mar-
ket Committee to continue to underscore the role that long-term
price level stability has in achieving prosperity and maximum em-
ployment. I also applaud the increase under Chairman Greenspan
in monetary policy transparency, which helps to reduce uncertainty
for households, entrepreneurs, and investors, and thereby contrib-
utes to economic stability and growth.

The Federal Reserve also has a fundamental responsibility for
protecting the stability of the country’s banking and financial sys-
tem. Much of my research and work with central banks has been
devoted to analyzing banking and financial regulation as well as
banking and financial crises. The safety and soundness of the U.S.
banking and payment system is critical to achieving economic
growth, maximum employment, and general economic stability, and
the Federal Reserve works closely with other regulators to achieve
this goal. The Federal Reserve also has an important role to play
in responding to and mitigating the impact of financial crises and
shocks. If confirmed, I will work vigorously to protect and promote
the safety and soundness of the system.

The Federal Reserve has an additional important responsibility
to consumers and users of the banking and financial system. Dis-
criminatory or abusive lending practices should not be tolerated,
and tjle privacy of individuals and their financial data must be pro-
tected.

The Federal Reserve is active in promoting financial literacy, and
as an educator, I believe that financial literacy is fundamental to
the proper functioning of the financial system. If confirmed, I will
place a high priority on these responsibilities and look forward to
being actively involved in promoting financial literacy.
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Thank you once again for holding this hearing, and I look for-
ward to your questions.
Chairman SHELBY. Mr. Warsh.

STATEMENT OF KEVIN M. WARSH, OF NEW YORK
TO BE A MEMBER OF THE BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

Mr. WARSH. Chairman Shelby, Senator Sarbanes, Senator Ben-
nett, thank you very much for allowing my colleagues and I to ap-
pear before the Committee, and before I get started, allow me to
introduce my wife, Jane, and some dear friends who have joined us
today.

First off, I wish to express my sincere appreciation to President
Bush for nominating me to serve as a Member of the Board of Gov-
ernors of the Federal Reserve System.

As the Members and staff on this Committee know, I have served
on the National Economic Council for about the last 4 years, focus-
ing on matters of domestic finance, capital markets, banking, secu-
rities, and insurance-related issues. In that capacity, I have had
the privilege of working, Chairman Shelby, with you; Senator Sar-
banes, with you and your staff as we have tackled many of these
issues together. If confirmed, I look forward to continuing that pro-
ductive close relationship going forward in carrying out the impor-
tant responsibilities that this Committee and this Congress have
assigned to the Federal Reserve.

Market participants, policymakers, and the American people
have all come to rely on the good judgment that flows from the
Federal Reserve’s independence and credibility. If confirmed, I can
assure this Committee I will be devoted solely to the Federal Re-
serve’s statutory mandate for monetary policy; that is, to ensure
price stability and to ensure maximum output in employment and
growth and will work to promote a secure, fair, and efficient finan-
cial system.

The flexibility of our capital markets from which I come have
really been tested in recent years, and they have been matched
only by the resiliency of the American labor force. The Federal Re-
serve has been successful in chartering these waters but must re-
main attuned to any economic consequences that might arise.

Under Chairman Greenspan’s leadership, the Federal Reserve
has made significant progress in explaining its policies with greater
transparency. As a result, market volatility is lower; our markets
are deeper, broader, and more dynamic than ever before. Pools of
free-flowing capital, in turn, have provided real-time, forward-look-
ing information to help Federal Reserve officials make appropriate
decisions. I hope that my prior experience on Wall Street, particu-
larly my nearly 7 years at Morgan Stanley, would prove beneficial
to the deliberations and communications of the Federal Reserve.

Over the course of the last generation, the Federal Reserve has
compiled an enviable track record in achieving price stability and
successfully anchoring long-term inflation expectations. This sta-
bility has contributed to low long-term interest rates and promoted
strong employment growth and productivity gains.

The Federal Reserve’s work, however, goes on. Its responsibil-
ities, of course, extend beyond monetary policy to the supervision
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and regulation of bank and financial holding companies. In work-
ing with other financial regulators, the Federal Reserve should con-
tinue to promote three complementary pillars of prudential over-
sight to which Senator Schumer referred: Strong capital standards,
effective regulatory discipline, and meaningful market discipline,
and these are principles to which I am committed.

Finally, if confirmed, I would work to ensure that the Federal
Reserve continues its important role in promoting literacy and fair
dealing for consumers. The knowledge and credibility that the Fed-
eral Reserve brings to bear should help to bring people on the
fringes of our financial system into the mainstream.

The Federal Reserve’s decisions significantly impact America’s
families and businesses, and I would take on the responsibility of
joining the Board of Governors of the Federal Reserve System with
great humility and would be honored if the Senate saw fit to ap-
prove my nomination.

Thank you, and like my colleagues, I would be happy to respond
to your questions.

Chairman SHELBY. Thank you, Mr. Warsh.

Dr. Lazear, you recently spent several months reviewing various
aspects of the U.S. tax system and methods for reforming it to en-
hance economic growth. I am a strong proponent of a simplified tax
structure, which would eliminate the inefficiencies of our current
system and end the waste of vast resources currently dedicated to
taking advantage of all the complexities that we have.

What three words would you use, if you could, to describe our
current system?

Mr. LAZEAR. Three words? Chaotic, somewhat inflexible, and not
necessarily conducive to economic growth.

Chairman SHELBY. What would be the benefits of moving to a
more straightforward structure?

Mr. LAZEAR. Mr. Chairman, as you know, the President, in set-
ting up the tax panel, instructed us to think about some of the
things you mentioned; simplification in particular, but also growth
and fairness.

Now, when we think about these different aspects of tax policy,
we have to realize that sometimes, there are tradeoffs, and that is
one of the things that confronted the tax panel.

When we thought about it, we came to the conclusion that the
most important thing that we could do for the economy was to pro-
pose a tax system that would be not only simple but that would
also focus on growth. And the reason is that if we think about the
importance of economic growth, although simplification is ex-
tremely important, economic growth swamps it over any period of
time.

So if we are thinking about a 10-year period or so, and we could
raise the growth rate by even a quarter of a percent per year, we
would have very significant effects on the economy.

Chairman SHELBY. What aspects of our tax structure would, in
your judgment, be most in need of reform?

Mr. LAZEAR. There are a number of issues that come to my mind
in terms of thinking about the tax system. As you know, I am sure,
the tax panel recommended that we eliminate the AMT. The AMT
is a tax structure that has really run amok. There was a good pur-
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pose for it initially. The idea was to make sure that every Amer-
ican citizen paid taxes if they were able to do so, and there were
some people who were escaping that.

So the AMT targeted certain individuals, but over time, because
of some quirks in the code, the AMT actually ended up going after
individuals who it was not intended to go after.

Chairman SHELBY. Unintended consequences, perhaps?

Mr. LAZEAR. Absolutely, Mr. Chairman.

Chairman SHELBY. Mr. Kroszner and Mr. Warsh, the new Fed
Chairman, Dr. Bernanke, is a well-known proponent of inflation
targeting. He talks of price stability, which you both alluded to.
What are your views, both of you, on inflation targeting? Do you
believe an inflation targeting regime is consistent with the Fed’s
other goals, those of long-term sustainable growth and full employ-
ment? We will start with you.

Mr. KrROSZNER. Thank you very much, Mr. Chairman. The credi-
bility of the Fed is crucial. It is really what contains expectations
about inflation, and that has a large effect on interest rates and
ultimately on economic activity.

The Fed very clearly has a dual mandate from Congress to pur-
sue low and stable prices as well as maximum employment. There
are different monetary policy approaches for the Federal Reserve to
achieve this, and one is the way that Chairman Bernanke has pro-
posed, some variation of an inflation targeting regime. There are
many different approaches that fall under the rubric of inflation
targeting.

I think the key behind it is trying to provide clarity and trans-
parency about monetary policymaking and monetary policy proc-
esses, because I think what the Fed should be doing is not increas-
ing volatility but trying to reduce volatility, trying to make it clear
what the Fed is going to do, and that is the best way for individ-
uals, for entrepreneurs, for households, and investors to make good
decisions.

So it is one possible way to increase transparency. I have an
openness to different kinds of approaches, but the key is to have
a policy and approach that reduces uncertainty, reduces volatility,
provides a good backdrop for individuals and investors to make de-
cisions and for the Fed to maintain its dual mandate of pursuing
low and stable prices, at the same time maximizing employment.

Chairman SHELBY. Mr. Warsh.

Mr. WaARSH. Chairman Shelby, I, too, strongly share the Federal
Reserve’s dual mandate, and in that context, I think the questions
about inflation targeting really are ripe for discussion. I think a
discussion that Chairman Bernanke has suggested that if con-
firmed, we would be party to, because it is likely to be an ongoing
deliberation.

I think the transparency that has come to the Fed—really over
the course of the last 10 or 12 years—has been incremental in na-
ture, and I think it has been able to provide guidance to the capit